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interest while raising loans at a much higher rate of interest.
This criticism is just and cogent. At the same time this
can be said in mitigation of Pitt's error. Firstly, though
the stock which was being purchased by Pitt had been
subscribed to at a lesser discount than that which he was
issuing, yet more had been raised at par, so that the loss
was not so great as at first would appear.1 Secondly, it must
also be remembered that whilst he allotted only £1,000,000
to Debt reduction, his loans in the years 1793-1801 averaged
over £34,500,000, and the saving effected by raising loans
of a million less would have been slight.2 The defence
urged by Lord Rosebery is that though many of his more
ignorant countrymen believed in the magic of compound
interest, yet Pitt fully realised that the interest drawn on
stock purchased was paid by the Government: this interest
was really met by increased taxation, and the appearance
of compound interest being produced from no obvious
source was the bait which induced the country to produce
that increased taxation. Lord Rosebery says that Pitt
was " reluctant to dispel that mirage which induced the
population to bear taxation readily, under the belief that
a magic machinery was producing gold as fast as it was
spent. The Sinking Fund, in fine, inspired confidence/'3
The credit of a Government is so often dependent on
popular confidence within and without the country that
it was worth while to preserve the appearance of financial
prosperity by continuing to reduce the Debt in spite of the
expenditure necessitated by the War. Whatever the final
verdict on the Sinking Fund, it was considered so satisfactory
as to justify its continuance until 1828. In that year it
came to an end, and other measures were instituted in 1866
1	Thus in 1797 Consols fell to 47, but previous loans had very
frequently been raised at between 50 and 60.   Thus the real interest
on many of the loans which Pitt was paying off was between 5 per
cent, and 6 per cent., whilst the real interest on the loan he was rais-
ing was 6-38 per cent.
2	It will, of course, be retorted, with equal force, by critics of
Pitt's finance, that however slight that saving,  it became con-
siderable when estimated for the number of years for which the
Debt was contracted.
3	Rosebery, Pitt, p. 155.

